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BRENDA BURNS
IN THE MATTER OF THE APPLICATION DOCKET NO. WS-02987A-08-0180

OF JOHNSON UTILITIES, LLC, DBA
JOHNSON UTILITIES COMPANY FOR AN | NOTICE REGARDING RATE IMPACTS
INCREASE IN ITS WATER AND OF RELIEF REQUESTED IN §40-252
WASTEWATER RATES FOR CUSTOMERS | PETITION, CUSTOMER NOTICE AND
WITHIN PINAL COUNTY, ARIZONA. PROCEDURE

On February 28, 2011, Johnson Utilities, LLC ("Johnson Utilities" or the "Company")
filed a petition pursuant to A.R.S. §40-252 (the "§40-252 Petition") to amend Decision 71854 as
follows:

1. Changing the $40 pér month late fee in the Company's wastewatet division tariff
to a late fee of 1.5% per month on the unpaid account balance, consistent with the Company's
water division tariff.

2. Adding back into rate base wastewater division plant of $18,244,755 which was
erroneously disallowed in the rate case. This amount consists of: (i) a $10,892,391 deduction
from wastewater division rate base for alleged inadequately supported wastewater plant costs;
and (ii) a $7,352,364 deduction from wastewater division rate base for alleged affiliate profit
associated with affiliate-constructed wastewater plant,

3. Removing from rate base $6,931,078 in unexpended test year hook-up fees,

4, Reinstating the Company's previously authorized hook-up fees for new water and
sewer connections.

5, Establishing a rate of return for the Company based upon its weighted average

cost of capital in the range of 8.18% to 11.8%%.
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6. Reclassifying $2,201,386 of wastewater plant mistakenly misclassified in the rate
application as post test year plant-in-service to test year plant-in-service.
7. Including in plant-in-service post test-year wastewater plant of $1,021,076 which
is necessary to serve the test year-end level of sewer customers.
| 8. Including imputed income tax expense in the Company's revenue requirement if
authorized in Docket No, W-00000C-06-0149.
At the procedural conference held April 12, 2011, the administrative law judge ordered

Johnson Utilities to make a filing on or before June 1, 2011 addressing the following three

items:
° What is the rate impact of each of the eight requests in the Company's
§40-252 petition.
o Must the Company give notice of the §40-252 petition to its customers,

and if so, what type of notice should be provided.

° A proposed procedure for the §40-252 proceeding, including whether a
hearing is required and whether witnesses are necessary, including expert
witnesses.

Each of these items is address below.

L RATE IMPACTS.

A set of schedules showing the rate impacts of items 2, 3, 6 and 7 above are set forth in
Attachment 1, and are summarized in the following table below. The proposed revisions to
Decision 71854 assume a weighted average cost of capital of 10.04%, which is the midpoint
between the weighted average cost of capital of 8.18% proposed by Johnson Utilities during the
rate case and the weighed average cost of capital of 11.89% proposed by the Residential Utility
Consumer Office. Johnson Utilitics has not calculated the impact of imputing income tax
expense because the issue of whether such imputed income taxes will be allowed for limited
liability companies and subchapter S corporations, as well as the methodology for calculating
such taxes, is being addressed in the water workshops (D.ocket W-00000C-06-0149). In its §40-
252 Petition, Johnson Utilities stated that the Company will abide by the outcome of the water
workshops on the issue of imputed income tax expense, and requested that the Commission

issue an order consistent with Decision 72177 (Docket W-03718A-09-0359) which would
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permit the Company to impute income tax expense prospectively if the Commission approves

such a policy in the workshops.

RATE IMPACTS
WATER SEWER
1 | Change sewer late fee from $40/month to 1.5%/month Not Applicable No impact
2.a | Add back $10,892,391 in disallowed sewer plant for | Not Applicable $1,520,854
alleged inadequately supported sewer plant costs increase to
revenue
requirement’
2.b | Add back $7,352,364 in disallowed sewer plant for | Not Applicable $1,026,479
alleged affiliate profit associated with affiliate- increase to
constructed sewer plant revenue
requirement2
3 | Remove from rate base $6,931,078 in unexpended water | $906,303 increase | Not applicable
hook-up fees to revenue
requiremen‘t3
4 | Reinstate Hook-Up Fee Tariff for water and sewer No impact No impact
5 | Increase 3% operating margin to 10.04% rate of return Addressed in other | Addressed in
columns other columns
6 | Reclassify $2,201,386 of wastewater plant mistakenly | Not Applicable $8,247 decrease
misclassified in the rate application as post test year to revenue
plant-in-service to test year plant-in-service requirement’
7 | Add $1,021,076 of post test year wastewater plant | Not Applicable $21,430
which is necessary fo serve the test year-end level of decrease to
sewer customers revenue
1requirement5
§ | Allow imputed income tax expense Pending decision | Pending decision
in Docket W- in Docket W-
00000C-06-0149 | 00000C-06-0149

! Based upon a normalization of Decision 71854, which assumes a 10.04% average weighted cost of
capital and utilizes the rate base revenues and expenses of Decision 71854.
? Based upon a normalization of Decision 71854, which assumes a 10.04% average weighted cost of
capital and utilizes the rate base revenues and expenses of Decision 71854,
3 Based upon a normalization of Decision 71854, which assumes a 10.04% average weighted cost of
capital and utilizes the rate base revenues and expenses of Decision 71854.
* Based upon a normalization of Decision 71854, which assumes a 10.04% average weighted cost of
capital and utilizes the rate base revenues and expenses of Decision 71854,
S Based upon a normalization of Decision 71854, which assumes a 10.04% average weighted cost of
capital and utilizes the rate base revenues and expenses of Decision 71854
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i CUSTOMER NOTICE.

In its June 2011 newsletter, Johnson Utilities provided waritten notice of its §40-252
Petition to all water and wastewater customers. A copy of the newsletter, which was mailed to
each customer, is aitached as Aftachment 2.5 If the Commission determines that additional
notice of this proceeding is required, Johnson Utilities will provide such notice in the form
prescribed by the Commission,

1.  PROCEDURLE.

There is already a robust and ample record in this case, and Johnson Ulilities does not
believe that additional witness testimony or additional hearing days are needed in order to
address the relief requested in the §40-252 Petition. If the Commission votes to consider all or
part of the relief requested in the §40-252 Petition, the Company proposes that the parties file
simultaneous opening briefs and simultaneous response briefs, based upon the scope of issues
identified by the Commission in a procedural order. Opening briefs would be due forty-five
days after the Commission issues its procedural order specifying the issues to be addressed, and
response briefs would be due thirty days after the opening briefs.

RESPECTFULLY submitted this 1st day of June, 201 1.

BROWNSTEIN HYATT FARBER SCHRECK,
LLP

C Loblons CathsS™

Jet}t@y \W (frockgft, Hsq.
40'N. Central Ave., Fourteenth Floor
Phoenix, Arizona 85004
Attorneys for Johnson Utilities LL.C

ORIGINAL and thirteen (13) copies of the
foregoing filed this 1st day of June, 2011, with:

Docket Control

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007

§ The customer notice regarding the §40-252 Petition appears on the third page of the newsletter.
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Copy of the foregoing hand-delivered
this 1st day of June, 2011, to:

Teena Jibilian, Administrative Law Judge
Hearing Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007

Janice Alward, Chief Counsel

Legal Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007

Steve Olea, Director

Utilities Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007

Daniel W. Pozefsky, Chief Counsel
RESIDENTIAL UTILITY CONSUMER OFFICE
1110 W. Washington Street, Suite 220

Phoenix, Arizona 85007

COPY of the foregoing sent via e-mail and first
class mail this 1st day of June, 2011, to:

Mr. James E. Mannato

Town Attorney

P.O. Box 2670

775 North Main Street
Florence, Arizona 85232-2670

Mr. Craig A. Marks

Craig A. Marks, PLC

10645 North Tatum Boulevard, Suite 200-676
Phoenix, Arizona 85028

{6

146@42340.2
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Johnson Utilities - Wastewater Division
Docket No. W-02087A-08-0180

Comparison of Decision and 40-252 Requests (without Income Taxes)
Item 2(a) Adding back $10,892,391 for alleged inadequately supported plant

Page 1

[A] B} iC] (D] =[C]-[B]
Nermalized 40-252

Decigion Decision Requesis Chanae
Plant-in-servica (P1S) $ 95,566,588 % 95,566,589 $ 106,458,980 & 10,892,391
Accumulated Depreciation {6,375,814) (6,375,814) {7,039,208) {563,393)
Net PIS % 89,190,775 % 89,180,775 $ 99,419,772 $ 10,228,9¢7
AIAC (52,231,631) (52,231,631) {52,231,631)
CIAC, net (36,822,583) (36,822,683) {36,822,583) -
Rate Base $ 135,561 $ 136,561 $ 10365558 $ 10,228,997
Test year Revenug $ 11,354,014 $ 11,304,014 $ 11,354,014 % -
Operating Expense (Except Taxes and Depreciation) 6,478,090 6,478,090 6,478,080 -
Depraciation 2,212,891 2,212,891 2,674,015 461,124
Property Taxes 741,290 741,280 741,290 -
Incame Taxes (reflects interest synchronization) - - - -
Totat Operating Expenses $ 9,432,270 % 9,432,270 3 9,693,395 $ 461,124
Operating Income (Loss) $§ 1,921,744 $ 1,921,744 % 1,460,619 $  (461,124)

oM ROR ROR
Required Operating Margi/ROR 3.00% 10.04% 10.04%
Reguired Operating ncome $ 290,610 % 13,711 $ 1,040,702 & 1,026,991
Operating Incoma Deficlency $ (1,831,134 (1,208,033) (419,917} $ 1,488,116
Tax Gross-up Factor 1.0220 1.0220 1.0220
Gross Revenue [ncrease (Decrease) $ (1,667,018) 3 (1,950,010) $ {429,166) 5 1,520,854
Adjusted Test Year Revenue $ 11,354,014 $ 14,354,014 3 11,354,014 $ -
Required Annual Increase $ (1,667,018) 3 (1,950,010) 3 {429,156) $ 1,520,854
Annual Revenue $ 0,686,996 $ 9,404,004 $ 10,924,859 $ 1,520,854
Percentage Increase (Decrease) -14.68% A747% -3.78% 13.39%
Impact on 3/4 inch Residential Bill from Normalized Rate
Average 3/4 Inch Residential Bil $ 32.79 $ 31.89 3 36.16 % 4.27
Impact from current rate [E]=[C-[A] 3 3.37
Weighted Average Cost of Capital
% Cost Wid Cost

Debt 2.79% B.00% 0.22%
Equity 07.21% 10.10% 9.82%

70.04% Mid-point of range 8.18% to 11.89%




Johnson Ulitities - Wastewater Division
Docket No, W-02987A-08-0180

Comparisen of Decision and 40-252 Requests (without Income Texes)

Item 2{b) Adding back $7,352,364 for affiliate profit

Plant-in-service (PiS)
Accumulated Depreciation
Net PIS

AIAC
CIAC, net
Rate Base

Test year Revenue

Operating Expense (Except Taxes and Depreciation)
Depreciation

Property Taxes

tncome Taxes {reflects interest synchronization)
Total Operating Expenses

Operating [ncome (Loss)

Required Operating Margin/ROR

Required Operating Income

Qperating Income Deficiency

Tax Gross-up Factor

Gross Revenue Increase {Decrease)

Adjusted Test Year Revenue

Required Annual Increase

Annual Revenug

Percentage [ncrease (Decrease)

Impact on 3/4 fnch Residential Bill from Normalized Rate

Average 3/4 Inch Residential Bill
Impact from current rate [E]=[ClH{A]

Weighted Average Cost of Capital

% Cost
Debt 2.79% 8.00%
Eguity 97.21% 10.10%

Page 2

Witd Cost

[A) [B] [C] D] =[C) 8]
Normatized 40-252
Decigion Decision Requests Change
$ 95,566,588 $ 95,566,589 $ 102,918,953 $ 7.352,364
(6,375,814) (6,375,6814) (6,823,605} (447,791)
$ 89,180,775 3 89,190,775 $ 96,005,348 $ 6,804,673
(52,231,631) (52,231,831) (52,231,631) -
(36,822,583) (36,822,583) {36,822,583) -
$ 136,561 3 136,561 % 7,041,134 $ 6,904,573
$ 11,354,014 $ 11,354,014 $ 11,354,014 $ -
6,478,090 6,478,09C 6,478,090 -
2,212,891 2,212,891 2,624,054 311,163
741,290 741,280 741,280 -
$ 9,432,270 % 9,432,270 $ 9,743,434 3 311,163
$ 1,921,744 3 1,921,744 $ 1,610,580 $  (311,183)
OM ROR ROR
3.00% 10.04% 10.04%
$ 290,610 $ 13,711 $ 706,930 3 693,219
(1,631,134 % {1,008,033) $ (903,651) § 1,004,382
1.0220 1.0220 1.0220
$ (1,667,018) 3 (1,950,010) 3 {923,531) $ 1,026,478
$ 11,354,014 $ 11,354,014 $ 11,354,014 % -
% (1,667,018) 3 1,950,010y $ (923,631) 5 1,026479
$ 9,686,990 $ 9,404,004 $ 10,430,483 % 1,026,479
-14.68% 47147% -8.13% 9,04%
$ 32.7¢ $ 31.89 $ 34.77 3 2.88
$ 1.98

———
—e———

10.64% Mid-point of range 8.18% to 11.89%




Johnson Utilities - Wastewater Division
Docket No. W-02987A-08-0180

Comparison of Dacision and 40-252 Requests (without Income Taxes}
liem 6 Reclassifying $2,201,386 of post test year plant-in-service to {est year plant-in-service

Plant-in-service (PIS)
Accumulated Pepreciation
Net PIS

AIAC
CIAC, net
Rate Base

Test year Revenue

Operating Expense {Except Taxes and Depreciation)
Depreclation

Property Taxes

Income Taxes (refiects interest synchronization)
Total Operating Expenses

Operating Income (Loss)

Required Operating Margin/ROR

Required Operating Income

Operating Income Deficlency

Tex Gross-up Facior

Gross Revenue Increase (Decrease)

Adjusted Test Year Revenue

Required Annual Increase

Annual Revenug

Percentage Increase (Decreass)

Page 3

impact on 3/4 Inch Residential Bil from Normalized Rate

Average 3/4 Inch Residential Bill

Impact from current rate [El=IC)-AL

Weighted Average Cost of Capital

[Al {B] [C} [D}=[C]-(B]
Normalized 40-252
Decision Decision Reguests Change
$ 95,566,589 3 065,566,589 % 97,767,976 % 2,201,387
(6,375,814) (6,375,814) {6,403,332) (27,517)
$ 89,190,775 $ 89,180,775 $ 01,364,644 § 2,473,870
(62,231,631) (52,231,631) (52,231,631) -
(36,822,553} (38,822,683) (38,968,935) (2,148,352)
$ 136,561 136,561 $ 164,078 [ 27,517
$ 11,354,014 $ 11,354,014 $ 11,354,014 3 -
6,478,090 6,478,090 6,478,090 -
2,212,891 2,212,8%1 2,202,058 {10,833)
741,290 741,280 741,280 -
$ 9432270 3 9,432,270 3 0,421,438 % (10,833}
$ 1,921,744 % 1,821,744 8 1,932,676 $ 10,833
OM ROR ROR
3.00% 10.04% 10.04%
% 200,610 $ 13,711 $ 16,473 $ 2,763
$  (1,631,134) $ (1,908,033} (4,916,103) {8,070)
1.0220 1.0220 1.0220
$ (1,667,018 3 (4,950,010} $  (1,968,257) $ (8,247)
$ 11,364,014 $ 11,354,014 $ 11,354,014 $ -
$  (1,667,018) % {1,950,010) %  (1,958,257) $ {8,247)
% 0,686,996 $ 9,404,004 3 9,395,767 $ (8,247)
-14.68% 7.17% -17.25% 0.07%
% 3279 k3 31.89 $ 31.86 $ {0.02)
$ 0.93

% Cost Witd Cost
Debt 2.79% B.00% 0.22%
Equity 97.21% 10.10% 9,82%

10.04% Mid-point of range 8.18% to 11.88%
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Docket No. W-02887A-08-0180

Comparison of Decision and 40-252 Requests (without Income Taxes)

ltern 7 Intcuding $1,1021,076 of post test year plani-in-service

[Al =) [C] [D] =1{C} -[B]
Normalized 40-252

Decisicn Decisicn Reguests Change
Plant-in-service (PIS} $ 05,566,589 3 95,566,689 § ©6,5687,697 $ 4,021,108
Accumulated Depreciation (6,375,814) (6,375,814} (6,375,814} -
Net PIS $ 89,190,775 % 89,190,775 $ 90,211,083 $ 1,021,108
AIAC (52,231,631) (52,231,631) (52,231,631} - -
CIAC, net (36,822,583) (36,822,683) (37,818,183) {985,580)
Rate Base % 136,661 $ 135,561 $ 162,089 $ 25,528
Test year Revenue $ 11,354,014 % 11,354,014 $ 11,384,014 % -
Qperating Expense (Except Taxes and Depreciation) 6,478,090 8,478,090 6,478,090 -
Depreciation 2,212,891 2,212,891 2,189,359 (23,631)
Property Taxes 741,280 741,290 741,290 -
Income Taxes (reflects interest synchronization) - - - -
Total Operating Expenses $ 9,432,270 $ 9,432,270 $ 9,408,739 $ {23,831}
Operating Incorne (Loss) $ 1,921,744 $ 1,921,744 $ 1,045,275 $ 23,531

oM ROR ROR
Required Operating Margin/ROR 3.00% 10.04% 10.04%
Reguired Operating Income % 290,610 $ 13,711 $ 16,274 $ 2,563
Operating Income Deficiency $ {1,631,134) $ (1,208,033} $ (1,928,001 3 (20,968)
Tax Gross-up Factor 1.0220 1.0220 1.0220
Gross Revenue Increase (Decrease) % {1,667,018) % {1,950,010) $ (1,971,439} 8 (21,430)
Adjusted Test Year Revenug $ 11,354,014 $ 11,354,014 $ 11,354,014 ] -
Required Annual Increase 5 (1,667,018) $ {1,850,010) $ (1,971,439 $ (21,430)
Annual Revenue $ 9,686,996 $ 9,404,004 $ 9,382,675 $ (21,430)
Percentage Increase (Decrease) -14.68% 47.17% -17.38% -0.19%
impact on 3/4 Inch Residential Bill from Mormalized Rate
Average 3/4 Inch Residential Bill $ 3279 $ 31.89 3 31.83 3 {0.086)
Impact from current rate [EJ=[C}HA] 3 (.98
Weighted Average Cost of Capital
% Cost Wid Cost

Debt 2.79% B.00% 0.22%
Equity 97.21% 10.10% 0.82%

10,04% Mid-point of range 8.18% to 11.80%




Johnson Utilities - Wastewater Division
Docket No. W-02987A-08-0180

Comparison of Declsion and 40-252 Requests (without Income Taxes)
ftemn 2{a) Adding back $10,892,391 for zileged inadequately supported plant

ltem 2{n) Adding back 7,352,364 for affiliate profit

Plant-in-service {FiS)
Accumulated Depreciation
Net PIS

AIAG
CIAC, net
Rate Base

Test year Revenue

Operating Expenss (Excepl Texes and Depreciation)
Depreciation

Property Taxes

Income Taxes (refiects interest synchronization}
Total Operating Expenses

Operating Income (Loss)

Required Operating Margin/ROR

Required Operating Income

Qperating Income Deficiency

Tax Gross-up Factor

Gross Revenue Increase (Decrease)

Adjusted Test Year Revenue

Required Annual Increase

Annual Revenug

Percentage Increase {Decrease)

Impact on 34 inch Residential Bill from Normalized Rate

Average 3/4 Inch Residential Bil

impact from current rate [EI=ICHA]

Welghted Average Cost of Capital
9% Cost

Page b

fAl (B} [C] [D) = [C] -[B]
Normalized 40-252
Degision Decision Reauests Change
$ 05,566,589 3 95,566,589 $ 113,811,344 $ 18,244,755
(6,375,814) (6,375,814) {7,486,598) 1,411,184
$ 89,190,775 % 89,190,775 $ 106,324,345 § 17,133,674
(52,231,631) (52,231,631 (52,231,630 -
(36,822,5@ (36,822.5&3_)_ 36,822,683 -
% 136,661 $ 136,561 s 17,270,132 § 17,133,671
$ 11,354,014 % 11,354,014 s 11,354,014 % -
6,478,090 6,478,080 5,478,080 -
2,212,891 2,212,891 2,085,718 772,828
741,29C 741,280 741,280 -
$ 9,432,270 5 9,432,270 % 10,205,089 $ 772,828
$ 1,021,744 % 1,821,744 $ 1,148,916 S (772,828}
oM ROR ROR
3.00% 10.04% 10.04%
$ 200,610 $ 13,711 % 1,733,924 $ 1,720,210
$  {1,631,134) $ (1,908,033) % 585,006 $ 2,493,039
1.0220 4.0220 1.0220
$  {(1,667,018) % (1,950,010 3 597,876 & 2,547,888
§ 11,354,014 % 11,354,014 $ 11,354,014 3 -
% (1,667,018! 3 !1,950,9‘10{ 597,876 $ 2 547 886
$ 9,686,990 $ 9,404,004 s 11,851,890 § 2,547,886
-14.68% A747% 5.27% 22.44%
32.79 % 31.89 $ 39.04 $ 7.16
$ 6,25

P

% Cost Wid Cost
Debt 279% 8.00% 0.22%
Equity 97.21% 10.10% 9.82%

U £
10.04% Mid-point of range 8.18% to 11.89%




Johnson Utilities - Wastewater Division

Docket No. W-02887A-08-0180

Comparison of Decision and 40-252 Reguesis (without income Taxes)
Al Wastewater Division items

Page 8

(Al i8] Icl D] = [C}B)
Normalized 40-252

) Deciston Decision Reguests Change
Plant-in-service (PIS) $ 95,566,580 % 85,666,589 % 417,033,839 $ 21,467,250
Accumulated Depreciation (6,375.814) {6,375,814) (7,514,516} 1,138,701
Net PIS % 89,180,775 $ 89,180,775 8§ 109,519,323 $ 20,328,548
AIAC (52,231,631} (52,231,631) (52,231,631) -
CIAC, net (36,822,5683) (36,822,583) (30,964,515) {3,141,933)
Rate Base $ 136,561 $ 135,561 s 17,323477 $ 17,186,816
Test year Revenue $ 11,354,014 % 11,354,014 § 11,354,014 & -
Cperating Expanse {Except Taxes and Dapreciation) 6,478,090 6,478,09C 5,478,090 -
Depreciation 2,212,891 2,212,8H 2,849,738 736,847
Property Taxes 741,280 741,280 741,290 -
Income Taxes (reflects interest synchronization) - - . .
Total Operating Expenses $ 9,432,270 $ 9,432,270 $ 10,169,918 735,847
Operating Income (Loss) % 1,921,744 $ 1,821,744 g 4,184,897 §  (736,847)

OM ROR ROR ROR
Requlred Operating Margin/ROR 3.00% 10.04% 10.04% 10.04%
Required Operating Income $ 290,610 $ 13,711 $ 1,739,247 $ 1,725536
Operating Income Dsficiency $ (1,831,134} {1,808,033) $ 554,350 2,462,383
Tax Gross-up Factor 1.0220 1.0220 1.0220
Gross Revenue Increase (Decreass) $  (1,667,018) % (1,950,009) % 566,546 $ 2,516,555
Adjusted Test Year Revenue $ 11,354,014 $ 11,354,014 $ 11,354,014 3 -
Required Annual Increase $  {1,667,018) % {1,950,009) $ 565,546 $ 2,616,665
Annuzl Revenue $ 9,686,985 ] 9,404,005 3 11,920,560 § 2,516,655
Percentags Increase (Decreass) -14.68% A7.17% 4.99% 22.16%
Impact on 34 Inch Restdential Bill fromn Normalized Rate .
Average 3/4 Inch Residential Bil $ 3279 % 31.89 $ 38.96 ] 7.07
Impact from current rate [EIFICHA] $ 6.17
Weighted Average Cost of Capital
% Cost Wid Cost

Dett 2.79% 8.00% 0.22%
Equily 57.21% 10.10% 9.82%

10.04% Mid-paint of range 8.18% to 11.89%




Johnsen Utilities - Water Division

Dacket No. W-02987A-08-0180

Comparison of Dacision and 40-252 Requests (without Income Taxes)

Jtem 3 Removing $6,931,078 In unexpended test year heok-up fees from CIAC

Page 7

(Al [B] [C] [D] = [C] -[B]
Normalized 40-252

Decision Decision Reauests Changse
Piant-in-service {PiS) $ 74,337,067 $ 74,337,067 & 74,337,067 $ -
Accumulated Depreciation (5,972,155) (5,972,155) (5,872,155) -
Net PIS $ 58,364,912 $ 68,364,912 $ 68,364,912 (3 -
AIAC (36,619,048) (36,519,048) (36,619,048) -
CIAC, net (27,480,707) {27,480,707) {20,549,629) 6,031,078
Meater and Service Line Advances (6,779,771) (6,779,771) (6,779,771} -
Rate Base & (2,414,613) $ (2,414,613} § 4,516,464 $ 6,831,078
Test year Revenug % 13,172,898 ] 13,172,899 $ 13,172,889 $ -
Operating Expanse (Except Taxes and Depreciation) 7,482,245 7,482,245 7,482,245 -
Depreciation 1,225,997 1,225,997 1,417,066 191,069
Property Taxes 845,062 845,062 845,062 -
Income Taxas (reflects interest synchronization) - - - -
Total Operating Expenses $ 9,553,304 $ 3,653,304 $ 9,744,373 $ 161,069
Operating Incame (Loss) $ 3,619,595 $ 3,619,595 § 3,428,526 $  (191,069)

oM ROR ROR
Required Operating Margin/ROR 3.00% 10.04% 10.04%
Required Operating Income £ 203,218 $ (242,427) $ 453,453 $ 695,880
Operating Income Deficiency $  {3,326,377} $ (3,862,022) $ {2,875073) $ 886,949
Tax Gross-up Factor 1.0218 1.0218 1.0248
Gross Revenue Increase (Dacrease) $  (3,398,980) $ (3,946,293) % (3,039,891) $ 906,303
Adjusted Test Year Revenue $ 13,172,889 ] 13,172,899 $ 13,172,889 5 -
Required Annuai Increase $  (3,398,960) 8 (3,946,293) $ (3,039,991} % 506,303
Annual Revenue $ 9,773,938 $ 9,226,605 $ 10,132,808 $ 908,303
Percentage Increase (Decrease} -25.80% -29.96% -23.08% 8.88%
Impact on 3/4 inch Residential Bill from Normalized Rate
Average 3/4 Inch Residential Bl $ 29.81 $ 29.84 % 31.89 $ 205
impact from current rate E]=[C]-[Al 8 2.08
Weighted Average Cost of Capital
% Cost Wid Cost

Debt 27%% 8.00% 0.22%
Equity 97.21% 10.10% 9.82%

10.04% Mid-point of range 8.18% to 11.89%
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WE'RE WATCHING YOUR WATER & YOU SHOULD TOO!

Johnson Utilities is VERY concerned about the FLORENCE COPPER PROJECT! Water contamination is at the top of
our list of problems with this project, but we have many other objections.

Curis Resources Lid. proposes an 1182 acre "in-situ” COPPER MINING OPERATION on property surrounded by resi-
dential uses in the Merrill Ranch/Anthem master planned community. This project Is just 2 MILES from homes, weils,
and schools and only 1000 feet from a future drinking water welll

We are locking Into and still waiting for answers from Curis to our questions about possible solil contamination, envi-
ronmental poliution, reduced property values and tax payer liabilities. There are many issues we demand facts about.

VISIT www.johnsonutilities,com often for more information on this matter.,
Visti} www.pc;'otectourwaterourfuture.com NOW for facts on what could happen to your water supply and how you can
get involved.

Send comments/concerns to: ellenmbabbitt@gmail.com or call Ellen at (480} 707-3955.

Community Meeting Announcement for June 9th

Citizen Involvement is the Key to Change

The San Tan Valley Villages are hringing together residents who have a desire to improve and maintain the quality
of life in our community. You are invited to attend our next meeting and learn more about our mission ... and how,
together, we can make a difference. The future of San Tan Valley will be shaped by those of us who care about our
neighborhoods and are willing to take action to plan, promote and manage the factors that impact our families. Our
guest speaker at our next mesting will be Mr. Fritz Behring, Pinal County Manager. Please join us as we learn from Mr.
Behring how we can effectively partner with our County government to achieve our common chjectives.
Michael Timm. Chair — Pinal County Taxpayers’ Association Date: Thursday, June 8, 2011 Time: §:30 p.m.
Location: Central Arizona Coliege
2474 E. Hunt Highway, Suite 100 {behind Barro’s Pizza)
Please respond to: Elien Babbitt 480{ 707-3955 / ehabbitt@pcta.org or Michael Timm mtimm@azpcta.org
Sponsored by the Pinal County Taxpayers Assaciation — www.azpcta.org

W
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Prevent Drowning - Block, Watch, and Learn
Arizona has the highest child-drowning rate in the US.
Don't put our children in danger!

Johnson Utilities, Johnson Community Library, YMCA, CPR Pro's, Leslie's Pool Supplies, and Drowning
Pr%vention Coalition of Arizona have teamed up to make our community aware of the dangers of children
and water.

The YMCA provides a variety of water safety classes to help families and children learn good water safety
practices designed to help prepare for life-threatening emergencies. Be a part of creating a more aware
healthier, better prepared community by signing up for one of the water safety classes,

With many life-threatening emergencies happening in or around the pool area, it's more important than
ever to be prepared in case you're confronted with an emergency. Being prepared can avert tragedy and
minimize the possibility of injury or death.

Tragically, 16 deaths, including 7 of them being children, have resulted from 43 water related incidents this
year, and we are just getting started. Drowning is the leading cause of death for children ages 1 to 4 in
Arizona. Johnson Utilities and the Johnson Community Library have been provided literature to share with
the community. Please stop by Johnson Utilities or the Hbrary located at 968-1 E Hunt Hwy and pick up a
free Drowning Prevention Packet.

Leslies Pools has provided a coupon fo help save money on ALL pool safety products valid at any of their
54 valley wide locatlons. (Coupon on page 2 of this newsletter) Visit www.johnsonutilities.com to learn
more.
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Did you know?

Monthly Statements

Everyona is maled o Bl Fuough the United States Postal Servca. Ha Jahnson Utites montily slae-
mentis not received ploase contact customer senvce and ave anather one seat o you, Please Note:
Johnson Ufities statements are mated out the fast week of every month. For evample: Janvary's blls ace
maiteq out the kast week of Decembar and are cua Jenuary 15lh, Residentil, Commercidl and Bulder’s B
are 2l aceounted for wher leaving fhe Johnson Udttiss Offce. Johnsan Utktes hes no control OR can ot B
be held responsibte for the whereabouls of your statement once they are picked up by USPS and leaves
our faciity, You are st rasponsile for your montiy b, Johnson Uliities WaterMaste Waler slatements
are bifed on a monthly basis and are due or: The 15th of every month,

E-Bill :
-84 enabes you fo aocess your monthly slectic bl from the Intemet using eny avalable web biowser, The

Johnson Ulises monthly satement Is emated t he emal aodress you provice and access s avallzbie 24 B
hou:}sd ey day, T days per week, Vish wnw ohnsonutiftes. com and simply clck on MY ACCOUNT to sign 8
up today,

EFT (Electronic Funds Transfer

Flaghionic Funds Trans%er, oien called EFT, is a payment method that replaces sending a pager check.
Your monltly baeics wil be wihdrawin on the 15:h of every moath aulomaticaly You no longer have fo
viorry aboat whether your payment mads it firough the mal on time, Regisraton for EFT is a smple one- B
time pracess. n order lo have your funds deducted electionicaly om your checking account you vl have B
to provide us wih 2 Vaided Check and an EFT Form you can conveniently dovnload onfie. '-

Online Pavment
The PAY ONLINE option aliows customers fo pay their Johnson utily bl wih Visa, Mastercard, or Discover, [
Online payments are processed (1akes vp 0 3 days) iough Authorized netand there s 2 fee ($1.00) for this &5
senvics. HOWEVER youcannot make ageymentontina  your accouat. 1. Receved a DisconnectNolke. 2. §
Yaur acoountis 2boul 1o be Gisconnecied. 3 Yeur acoount has been disconnectzd due to defnquency. Pleass |
visk our FAQ's onoe for more information.

Pay in Person

Iohnson Utifes s located at 268 E Hanl Hiwy. Our lobby s are Monday-Friday SAN-4:45PH. We
glady acoept paymers during these buscingss hours. Please bring your Johason Utffes statement for
faster senvice.

Pay over the phone

Ve gfacy accapl Visa, Mastercard, and Discover Payments over the phone, You may cal 480-987-0870
Honday-Friday 8AM-4:45PM to make 2 payment to Your azoant, Please have your Johnson Utites
account aumber avalable to ensre fasler service, Please nole that there is a loager on hold tme on the
15th of the menth.

Biock

«Make sure your pool or spa has an effective barrler, such
as a fence to help guard against unauthorized access.
*Your pool or spa should have a barrier regardless of
whether they are covered.

[-Dc:l»(c)rd and windows leading to the pool areas should be
ocked.

*Fence gates should have self-closing, self-latching
n"rlie'l%hanlsms. Latches need to be out of reach of young
children.

Watch

sNever leave your child unattended In or near a swimming
pool, hot tub, spa, not even for & second.

‘Keep toys, tricycles, and other children’s play things away
from the pool or spa.

«Don't constder your children to be “drownproof” becatse
they have taken swimming lessons. .

«Qxon't allow barriers, such as fences or walls, give you

a false sense of sacurlty regarding your child's safety.
There ts No substitute for adult supervision.

Learn

«Learn how to administer CPR, mouth-to-mouth resusclia-
tion, and other lifesaving techniques. To administer CPR
correctly you must be properly trained. )

+ Know how to contact your local emergency medical
services. Install a phone or keep a cordless phone in the
pool or spa area. Post the emergency number in an easy
to see place.

-Le;arn to swim and teach age appropriate children to
swim.

Other Pool Safety Tips

+Do not aflow children to play In or around the poot area,

+Mount life saving devices near the pool.
+Keep tables, chairs and ladders away from poo! fences.

«Check placement of doggle doors for direct access to
pool area.

«Post your local emergency number on the phone. Think
about installing a phone near the pool area.

If you find a child in any source of water...

Yall for help and pull the child out of the water.

«Call 9-1-1 or your local emergency number immediatelyl
«Begin CPR if you are trained.

«If you are not frained to adminlster CPR, follow the
Instructions from the 9-1-1 operator until help arrives.

. |/
JESLIES io0! Stirus,

lesliespool.com
FREEEEE B SRR R I S - BN - )

Adult supervision Is the best approach in the prevention of
drowning

R EEEEE LR R RN

Make your pool experience safer this summer with

offers on: Safety Fences, Door Alarms, Floatation

CEPPERR PROS

e e FAere For Lffe

LRI I N AL T S BN >

Visit any of our54Valley |
wide locations and receive @ o Off | SUMMER IS COMING, __
> All Pool Safety | LEARN CPR AND SAVE A LIFE!

0, H :
10% off important pool o PEr gﬂucgzou GPR Pros uil be iolding s CPRIFrt Ald Class Saturday June
‘ ¢ Offer Ends July 31,2011 th from 10:30 am to 1:30 pm in the community reom of the
safety products. “ Ceniral Arizana College San Tan campus Jocated In the strip
; mall plaza off Hunt Highway/Coppermine Read in Copper Ba-

POOi Care Made Eas : sin/San Tan Valtey. Space Is limited so reserve your spat todayl
Giter expiras OU3IHT. Discount canndbsmnh‘nea‘w)»}/hdher cifers. 1 000001 91 3 Contact CPR Pros at 602-717-6193 or visit us on the web at

L Other resinctions 3y appl. Seo st for datsibs € 2011 Lesii's Foohied, foz ! www.cprpros.nat LEARN CPR AND SAVE A LIFE!!
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Johnson Utilities Submits Request to Modify Rate Case Decision
On August 25, 2010, the Arizona Corporation Commission ("Commissicn”) issued Degision 71854 which substantially reduced the water and
sewer rates of Johnson Utilities ("Company”), retroactive to June 1, 2010, The Company believes there are a number of erroneous findings of fact and con-
clusions of law in the decision, and that the current authosized rates and charges do not allow the Company to eam a jusi and reasonable retum as legally
required by the Arizona Censtitution, In fact, Johnsan Utilities is now operating at  loss as a result of the rates and charges approved In Declslon 71854,
While cusfomers should rightly expect that the Company will operate prudenty and efficiently in order to keep rates and charges at the lowest reasonable

levels, the rates and charges approved in Decision 71854 place the Company In financial jeopardy, which Is contrary to the best interests of the Company’s
customars, Therefare, the Company has filed a petition with the Commission to amend Decision 71854 as follows:

» Changing the $40 per month late fee In the wastewater division tariff to a late fee of 1.5% per month on the unpaid account balance, consistent wilh the
Company's water divislon tariff, It should be noted that the Company did not propase the $40 later charge, and its inclusien by the Commission in the final
autherized rates and charges was presumably a simple mistake.

» Adding back into rate base $18,244,755 of wastewater plant which was improperly removed from rate base. The removal of the wastewater plant from rate
base was based upon unwarranted, arbitrary and inconsistent adjustments proposed by Gommission staff.

« Removing from rate base $6,931,078 in unexpended test year hook-up fees ("HUFs"). Since issuing Declsion 71854, the Commission has reversed its
golicy re%airging the exclusion of unexpected HUFs from rate base, and has excluded unexpended HUFs in another utility rate case. The Company should
e treated the same.

. Reinslatin? the Company's previously authorized hook-up fees for new water and sewer connections, By so doing, new development will pay its proportion-
Ste sEhare of the cost of new utllity infrastructure, as opposed to requiring existing customers to subsidize the cost of new utility infrastructure to serve new
evelopment.

« Establishing a rate of return for the Company based upon its weighted average cost of capital. Because of large reductions to the Company's rate base in
Decision 71854, the Company has a negative rate base for its combined water and wastewater divisions. As a result, the Commission established a minimal
cperating margin as opposed 1o a rate of retum. The Company is legally entitled to a reasonable rate of retur.

+ Reclassifying $2,201,386 of wastewater plant erronecusly classified as post test-year wastewater plant in the rate case application {o test year plant-in-
service,

« Including in plant-in-service post test-year wastewater plant of 1,021,076 which Is necessary to serve the test year-end {eve! of customers.

+ Inclgjdinga imputed income {ax expense in the Company's revenue requirement if approved in Generic Docket W-00000C-08-G149 where the issue is being
considered.

The amendments to Decision 71854 described above are necessary to ensure the continued financial viability of the Company. If yeu have questions regarding
the Company's petition, please contact us at 480-987-9870 or via the Internet at customerservice@johnsonutiities.com.
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Stdns Lam the Hazads of Drivin
Influence Mountain Vista Middle

B 5 AN TAN SHOPPER

San Tan Regi
Under the SERTE Communily & Business Directory

chool "Where it's nat business as usval Presectsd by The S0 Fxn Reglonal Chamber

(o

The eighth grade Mountaln Vista Middie School students had the tremendous op-
portunity to paricipate In a simutated Driving Under The Influence Activity, Deputy
Delcia Rancall, the school's resource officer, brought in the Pinal CounRI Sherriff’s
Golf Cart and the goggles that simulate how dangerous itis to drive under the

infugnce of alcohol or other drugs. A course was set Up on campus using crange ~
cones and a goif cart. The principal went first to demonstrate sober driving and s
then the students chos the fatally Impaired goggles for her to wear; each cone JORNSON COMMUNITY LIBRARY
hit represents a ife andfor damage fo property. The students then got to try the

simulation under the supervision of thelr teacher and the School Resource Officer, :
Deputy Delicla Randall. This was a great wa! to end their unit on drug and alcoho MOI‘I-ThUT‘S 9'8Pm FI"I & Sat 9'5Pm

abuse with a "hands on® activity that thay had the opportunity to devrief fllowing
the exercise. We would like totymankmg Pinal Couﬁty Sherriffs Office fer making 968'1 E HUHT HWY Queen Cr‘ee,k AZ 85143
The Coolidge Unifled School Dist. announces the sponsorship Jic] H itvli

of the Summer Food Service Program for Children. tgl:‘;gnwug‘;ii! %I?j p*sb? EnVﬁ? g:] T’l%g:-tgyo%grgsoarr?d

Meals will be made available free to all chitdren 1-18 years of age participate in our Children's Story Time held on

within the approved geographlcal area. Listed below are the dates, v J
times and locations meals will be provided: TueSday s and Thursday's Weekly'

Date applies to all sites, 5/31/11 - 7/1/11 and 7/11/11 - 7/29/11
Breakfast 7:30am-8:30am., Lunch 11 :00am -1 :00pm

San Tan Helghts Elementary 2\5/03 W. San Tan Hgts. Bivd, San Tan

PH 480-353-2770
Fax 480-353-2771

C Basin YMCA, ZSBSZNE?XSI San Tan Valley, Az. 85143 Suh.., erstition rea
opper Basin . . Ma ., 3an Tan Valley, Az. 3
Florence Park &Recreation, 133 N. Main St., Florence, Az. 85232 Ne orking & Development
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TAKING CARE
OF BUSINESSES
SINCE 2006

SAN TAN VALLEY

CHAMBER OF COMMERCE

The San Tan Valley Chamber of Commerce focuses
on promoting our members and providing them with

Community Our Future
FEATURED BUSINESSES

This month the San Tan Valley Chamber of Commerce wants to
CONGRATULATE the following 4 businesses that won the opportunity
ta have their businesses featured in this newsletter! With distribution
to over 30,000 homes — this is a prime example of the San Tan Valley
Chamber of Commerce working to promote our members! An amaz-
ing benefit available ONLY to San Tan Vallay Chamber of Commerce
mernbersl

the tools and resources needed to grow.

General Membership meetings are held the fourth Thursday of each
month, 7:30am at the SRP Service Center (3735 E. Combs Road, San
Tan Valley, AZ 85140}

UPCOMING MEETINGS & MIXERS

Thursday, May 26th, 7:30am — General Membership Meeting

General Membearship meetings are held the fourth Thursday of each
month, 7:30am at the SRP Service Center (3735 E. Combs Road, San
Tan Valley, AZ 85140)

Thursday October 6th 7am-1pm - Northeastern Buy Pinal - If you have a

HILL FAMILY DENTISTRY
Ve ] forward to providing your family
ronment, All aspects of dentlstry
is avallable, as weli as financing. Visit us HillFamilyDentistry.com or call

Now open in San Tan Valleyl
?\,‘-
access to superior dental health
are provided from implants and root canals to fillings and cleanings for
480-588-8127 1o make Hill Family Dentistry your family's dentist!

business - you don't want to miss this event!

: Dr, Tim Hill and his staff look
g |}
in a friendly, comfortable envi-
patients age 1 to 100. Insurance is accepted and an in offics insurance
LAW OFFICE OF ALAN K. WITTIG, P.C.

“Designated Water Watchers”
Save Lives

When you nesd an Attorney, look no further than the San

¥ Tan Valley. | am a sole practitioner with over 18 yaars of

i experience. | provide general legal services including fam-
ily law, personal injury, criminal defense and other areas

of practice. | also offer legal document preparation including QDROs

(Qualified Domestic Relations Orders). For your lacai personalized legal

needs contact me at 480-510-8318.

According to media reporis, nearly Half of Serions Water Ralated Incidents,
involving childran, wera in a group setting beside a pool, ke 2 pool party.

To imgrove supervision, adults are encouraged tos
v Deslgnate a “Water Watcher,” with 2 fanyard, wilstbard, hat, bandana, or any
ftem that can remind adu’ts about who is responsible for watching children. The
Water Watcher should sit close to the water, stay within "touch distance” of children
and maintain eys-to-eye supervision of the children,

Switch to a new Designated Water Watcher every 15-20 minuvtes.

"Guard the gate,” ensuring that barriers are in place when a Water Watcher neads
to take a break,

HMake sure the Water Watcher Is a capabla adult, vhe knevis how to swim,
Limit alcohal consumption for Water Watchars,

Having a Water Watcher In place can zllow everyone to have a great Hime beside the
water, without taking chances with children's safaty.

Your ftome, your party, your responsibility.

FLORENCE UNIFIED SCHOOL DISTRICT #1
ORey
J“i{:&&ﬁu

The “KIDS FIRST” District, where your child's
education and well-being are number one! Our
district is a recognized leader in educational
technology at all levels, but it is cur teachers who
really make the difference. With 8 computers in
every K-8 classroom, 1-to-1 computing in both
high schools, interactive whiteboards, projectors,
document cameras and mare, our staff has the
coolest tools in education today, but their dedication {o know
each child and to teach each child to his or her best potential
drives beyond technology to RESULTS. Florence USD, serv-
ing Florence and San Tan Valley, and now accepting a LIMITED
NUMBER of out-of-district applications. Call 520-866-3511 for
more information or visit www.florenceusd.org.

“Watar Watcher” tags and “Banner Buddies” wrist reminders and *Designatad
Water Watcher” baseball caps are available at no cost to yeu from Swift Office
Solutions, until supplias are gone. {430} 566-2100.

Designated Waker Watcher tzgs and Banner Buddiss wrist reminders are supplied by
Pheznix Children's Hespital and Cardon Children's Medical Center.

i

DESERT SCHOOLS *"ceeorr onrons

CREDIT UNION
FEDERAL CREDITUKIOK

The largest credit union in Arizona,
federally Insured by the NCUA. We are & not-for-profit financial institu-
tion owned by our members—people like you. With over 76 Desert
Schools ATMs and 50 branches in Arizona, 24x7 Online Banking and
phone access & free emaill and text message alerts on your account
activity, Please visit us in the San Tan Vallsy Wal-Mart or call us al
602.335.4540 to join todayl

funcer Al
Canfon Childrens

Inaduna

@] Swift (ffice Solutions
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